
EXHIBIT E

TRANSCRIPT OF THE TRA'S MARCH 10, 1998, HEARING DENYING HYPERION'S
APPLICATION
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eOD~erence came an to b. h.&~d on Tueeday, Marcb 10.

1"', beginning at approximately g.OO a.m., before

cnairman wynn Greer, D1reccor BAra xyle, an~

Director Melvtn M.~on., w~en tfte to!!ow1ng

proceeding. w.r. had, eo-vie;)

~BAIR.AM O••IK, Good morning.

Pl•••• be •••ted. The execue1v••ecretary w111

pl•••• ~.ll the agenda.

Ma. WADDZLL; The f1~.e 1tem 1.

97-008". petition of AT~T Communic.tions tor the

conven1ng ot • generic contestea ca.e tor the

purpose of access charge reform.

to ~cquaot, in order to allow mere time to roview

ehe brief. that have be.n tiled, that we move thi~

eo ehe ~4th agenda for 4.ci.1on on che threshold

i.aue•.

OIRBeTO. XTLI: No objeet1onl?

CHAIRMAN GRBBR: No objectiona,

The next item?

MR. WADDILL: The next 1tem is

91-00001, Hyper10D of Tenne••ee, LP, applieaeion for

CCR eo .xtend ie. territorial .r•• ot operations to

5
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derived from comp.titicn.

Former pee Coami•• iaaer loeh.lle

CllAIR.MAN CJRilB.. : I A**",m. l.h.AL.

Chong in a recent Ip••ch Itated th4t while rural

will come only enro~gb telecommunications

competition that this Agency lupport.. All

Tenn••seanl are entitled to the ~.net1t8 to be

opinion, will bcncf1t g~c~t1y f~om 1ng~c~ocd ocrviaa

ur[~Llu~~ 4ud the opporc~n1ty for reduced rate. that

carrier. face 10•• un1q~e cirCuMstanc•• that warran~

some .pec1al regulatory treatment, rural carrier.

.nould not carry this argu.ent tao tar.

all ~he parties Are repr•••nted here. UO Che

Tclcpno~o Comp~ny.

Directors have any que.tioD8 of the parties O~ are

they prepared to move forward?

DIRSCTOR MALO•• : No question•.

CBAIR~ ORaBa: If not, then 1

have. comment I'd lite to make. My exper1ence in

the business world firmly confirms my belief in the

benefit. of co.petition. Compe~itign normally

balance. the conduct of companies with the n.ed. of
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r~mMi~A1nnp.r Chnng atated that if rural ~~~rip.rA

into Qutright inaulAticn agalnae all competiticn

rural earr1er argumenc. will tall on ~.&! ear•.

There 18 no quest10n tnat congre•• ciearly

env1aioned that the benetic. ot competition would be

8pre~a .aro•• this great count~y. I did no~ want

rural America -- it did not want rural America left

out of the intormat1on revolution.

t personally believe that the

Tennessee Regulatory Authority haa a duty to upbold

both ehe v1sion and the .ub.taac. of the Paderal

~el.commUD1c.t1on.Aot of 19'1. This Act orov1d••

the fr.mewark from which camp.titian i" th.

celcaom.unioaciona in4ua~ry oan develop.

Section 2~3(.) of ehe Act

epec1t1cal1y addresse. tne pron1b1~1on Or any .~ace

regulation or Itatut. that prohibit. the ability ot

any entity to provide any interetate or 1nt~asta~.

telecommunications service.

A. I I •• it••e nave a direct

conf11gt betwe.n the federal law and one 0: our

stat. statute., and the federal law _use prevail. I

believe the tederal act obv!ou.ly preempt. our .tate

stat~t. ~CA '5-4-301(4) purlu.n~ to the Bupremaey

...... .... 7



J Dcntietry ~o•• ftot preclude the ~aA from deciding

.. toni. 1 ••ue.

5 I ge11eVe that upholding the

S Tenne••ee .taeute in thi. ca•• would undermine

7 competition and therefore oo~tradiet the goals of

8 the Telecommun1cat1one ~ct. I fe.l that my poaitian

9 1. turther 8ub.tantiated by the ,ec'. overturning ot

lO Wyoming and Texa. Statute. and Th. Silver Star and

11 Te~a8 State cases, re.p.ct1vely.

12 ObviOU.ly, the Tenne•••• G.neral

lJ A•••mbly felt v.ry stronqly about its position in

15 opinion. Mow.ver, I do believe that the federal

.11 Dt.BCTO. MALOlfli: :r helVe;! ~Ulll.

18 co••ent. a • ••11. TCA Section 65-.-201(~) i.

19 currently tbe 1a. in the state of T.nn••••• as both

20 partie. in this ca•• nave acknOWledged. RecogniZing

21 thi8 fact, I .~ not .1tt1ng ., a po11cymaker on this

~2 piece of leiielation. Wheth.r I 8upport the

23 enactment of Sect10n 6§-4-201(d) i. irrelevant. A.

~. noted by the Court in Hamlin County Bducat10n

.5 A••ociatioft verlus The Hamlin eounty Icard of

8
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1':'1:\ aac .C'7ea.T.D...-

Sec:tion 253 (a' .

In my opinion, .e eanno~ and

Bhould not resolve the que.t1on before the TRA today

in a vaCUUM. Section 253(&) cannot and Ihould not

be r.ad •• aft i.alated. philosophical t~e.t1se on

the development or advance.ent of competition in a

given juri.diction. Tbe ~ct. in my opinion.

requ1re. much more from .tate. than eter1le

accordint ~c ch. pee, Oection 253(b) operate. aD Q

263(&) doe. not ace ec pr•••pt i~. I~ o~h.r ~O~Q8,

Communication. Commi••ion noted in the T.x••

preemptioD C••• , if a ehallenged law or regulation

satisfl•• the r.~uirem.nt. of Seotion 253(~) ot the

Education. Quote, It 11 not for the courts to

T.nu••••• ~.g~l.~o~y Au~hor1ty, 1t 1. noe my place

to qu•• tion the wisdom at the general ••••ably. The

plain lan~uage of S.etion 253(8) of the '.deral

T.l.communication. Act of 199. ~ppear. to preempt

TeA Section '5-4-301(4).

aut •• the Ped.ral
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un1ver•• l serviae il not ~1Irupt.d while permanent

univ.rl.l .ervice mechani ••• are considered, ln the

ua .VtlTT.".. ~"'lt1111"'"

10

tranlition period could r ••ult in unto••~d

eon••quencea that may have 8ubatantial h.rmful

eff.ct. on univerlal ••rvice in .aid are••.

more rural areas of the atat.. Th. general aeeembly

concluded that prematurely opening up the more rural

are•• ot the et4te to coapetitioft without lome

Among otbc~ tb~n9., ~e=t1Qn

65-4-201Cal ensur•• that tor & period of time

develop~.nt ~, ~~m~_~1~1~ft. ~ftd ron ~~~~_~y_

univ.~ •• l ••rvio•.

adherence to the eo=m of ccmpet1t1v8 doctrine. It

!n che preamble ~o the ~.ftne••••

T.leeommun1cat1on. Act of 1'95, the Tenn~s8ee

General Assembly It.ted that, quote, It i. in the

public inter••t ot Tenneelee consumer. ~o permit

comp.tie1on in ehe eelecommunicationl ••rvice.

market, clo•• quote. Further the ••••ably stated

that, quote, Un1ver••l1y .~ford.bl. basic t.lephon.

.erv1ce Inould be p~.served, clo•• quote. Thus the

purpo•• of the Act is twofold: To foster the
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In oreier to enqurf! t.hAt. ,.",.,. 1

development Qf an e!ficient ceGhnologi~.11y aQvanced

stacew1d••y.tem o! telecommunication. and un1ver••l

service ~urlng tne 1ntroUuctory Itag•• at

compet1t1on in thi. previou8ly monopoli.tic market,

the general •••eably p••••d SeatioD 55-4-201(d).

Thu. Section 65-4-aOl(Q) is, in my op1n1on, a.

Section 213(b) requirel, conei.tent with both state

and federal univera.l .ervice goal. and objective•.

In tact, it ia my be11.f that to4ay absent

65-4-201(d) the universal e8rTice objectives in

Tenn••••• would not bl advanced in rural are •• and

irreparably unoerminea.

Given the intent of the general

••••~ly, 1C appears that SeCtl0n 65-4-2Dl(d) ea.l1y

me.t. the requirement. of seettan 2SJ(b). The

require••nt. tor competitive neut~al1ty is 1ndeed a

more diffioulc determin.tion. To be lure, there

eX1.t. a bOlt ot Argument' to Section 'S-4-201(d) 1s

not oompet1tively neutral a. thi. phra.e i. defined

by the pce.

Monethel.,., given the

legi.lature's rationale tor enaating Seccion

... .T.II' '... ,~.,c::, aat: t:'7aa
11



~S-4-201(d). the language of Sactian 2S3(b) al &

FCC'. pr10r rUling., aompet1tlvely neutral.

Aa we all know, when new

legislatioD i. placed into effeot the inc.rpretation

thereof may develop over time. The minority opinion

an. day i. often the eajor1ty opinion .o.e day.

later. Although I respect the 'CC's concluaions on

thes_ i ••ue., I fully realize that the fCC's

concl~.1oA. may b. approved -- while 1 re.p.ot the

pec'. cODclua1on. 1n th1. ca•• and fully recognize

12

opportunity, ahould it 10 choo•• , to a~su. b.fo~.

Although the PCC ha. p~eviou81y

vte••4 ••imilar Itatute to Seotion '5·4-~Ol(d) .1

not com»_titively neural, I am per.uaded that at •

whole, geotion 'S-.-~Ol(d)'8 pronouftc••eft~ that any

8~cb p~otect.d iD~umbeat forfeit. it. prot.c~1on if

lc seek. to competw uut_ide Q! it. area. ano Che

requ1re.ent tnat the general ••••ably review thi.

.tatute every two years, th11 .~atute may be held

competitively neutral. In fact, w1th re.pect to

all competitors, large or small, &5-4-201(g) m~y

be viewed as De1ng un.8ve~1ngly competitively

neutral.
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13

DI.seTC. KYLa; t opp~ecia~.

va ...u.~?.,'r.

thO•••t~tements. That vaa beaut1tul1y articulated,

and I will ••con4 Co••i.liouer Malone'. motion. I

too ju.t want to add that JIm very cognizant of the

"5 law that T.nn••••• pa.led and the ',e law that

congre•• p••••d. Ho.ev.r, I thiAk the pec va. giv.n

the right to r.vie••tate Itatute. tha~ p.r~i.. f •• l

may b. in co~f11ct, and I feel confident if tbey

.nQuld revie. tbi., th.y would lu.ta1n T.nn••••• '.

leqiBlature l l loun4 policy, which at tne t1•• th.y

Por the foregoing ~.a.OD., !

wa~14 move that the TIA deny HYPerion'a aPDlioat10D

~ur.uaD~ to a.etioA 253(b) o~ th. P.d.r81

Tel.cammunicGtiono Aot of l1IC.

It S.otion 253\b) is interprete~

too na%rowly, Section 253(b) may be read out ot the

Itatute, which is clearly not what cong~e••

intended. It m~y t~ke mom. time tor the pee and

19'150

perbapa the court. to hone thB interpretation ot

Section 253 of the Federal Telecommunication. A~t of

40•• actually m••~.

1

2

J

4

5

Ii

7

8

,
10

11

12

, :l

16

1~
!!....
*

15

•9 17

~ 18•

i 19
I

20..
I
lII:

21II<

~ 22
~n
I 23

~,

25



OI••CTOR XYLI: I vote y••.

MR. WADDIL~: The next ite. 1s

CHA%.~ QRS... Hake it

glaaCTOa MALOR.: Mov. eo

3 re.p.ctf~11y vote no. I do Dot believe that 2~2Ib),

4 in my opinion, ~. ~n .x••ption that w111 qua11ty and

S comply under the ~e~eral Telecommunication. Act, and

6 I believe that Hyperion'. motion ehould be granted .

8

., So I vat. fto.

Iii

~2 approve.

21 CKA%INAM 0••11, %111 ••cond.

25

~1 Ma. WADD.LLa The next Item 1.

18 '1-00039. SellSouth Telecammun1cat1ous. Inc.,

19 petition tor approval ot resale agreement with

20 NOW communication., Inc.

21 OIRIC'Oa MALONB, Moye eo

14.

34

13 approve.

, 98-00008. Intell1eall Op.~ato~ Ser9iee., Inc.,

10 appl1c.~iDn to acquire ownership of IDterliak

11 Teleeoamun1eat1ona, Inc.

12

.i ~n.fti..ou •.

a•iZ•d
u
III
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EXHIBIT F

TENN. CODE ANN. § 65-4-201(D) -- TENNESSEE INCUMBENT LEC
PROTECTIONIST STATUTE



TN ST § 65-4-201
T.C.A. § 65·4-201

TENNESSEE CODE ANNOTATED
TITLE 65 PUBLIC UTILITIES AND CARRIERS

CHAPTER 4 REGULATION OF PUBLIC UTILITIES BY AUTHORITY
Part 2·· Certificate of Public Convenience and Necessity

Copyright © 1955-1997 by The State of Tennessee. All rights reserved.

Current through End of 1997 Reg. Sess.

65-4-201 Certificate required.

Page 1

(a) No public utility shall establish or begin the construction of, or operate any line, plant, or
system, or route in or into a municipality or other territory already receiving a like service from
another public utility, or establish service therein, without first having obtained from the authority,
after written application and hearing, a certificate that the present or future public convenience and
necessity require or will require such construction, establishment, and operation, and no person or
corporation not at the time a public utility shall commence the construction of any plant, line,
system, or route to be operated as a public utility, or the operation of which would constitute the
same, or the owner or operator thereof, a public utility as defined by law, without having first
obtained, in like manner, a similar certificate; provided, that this section shall not be construed to
require any public utility to obtain a certificate for an extension in or about a municipality or
territory where it shall theretofore have lawfully commenced operations, or for an extension into
territory, whether within or without a municipality, contiguous to its route, plant, line, or system,
and not theretofore receiving service of a like character from another public utility, or for substitute
or additional facilities in or to territory already served by it.

(b) Except as exempted by provisions of state or federal law, no individual or entity shall offer or
provide any individual or group of telecommunications services, or extend its territorial areas of
operations without first obtaining from the Tennessee regulatory authority a certificate of
convenience and necessity for such service or territory; provided, that no telecommunications services
provider offering and providing a telecommunications service under the authority of the authority on
June 6, 1995, is required to obtain additional authority in order to continue to offer and provide such
telecommunications services as it offers and provides as of June 6, 1995.

(c) After notice to the incumbent local exchange telephone company and other interested parties
and following a hearing, the authority shall grant a certificate of convenience and necessity to a
competing telecommunications service provider if after examining the evidence presented, the
authority finds:

(1) The applicant has demonstrated that it will adhere to all applicable commission policies, rules
and orders; and

(2) The applicant possesses sufficient managerial, financial and technical abilities to provide the
applied for services.

An authority order, including appropriate findings of fact and conclusions of law, denying or
approving, with or without modification, an application for certification of a competing
telecommunications service provider shall be entered no more than sixty (60) days from the filing of
the application.

(d) Subsection (c) is not applicable to areas served by an incumbent local exchange telephone
company with fewer than 100,000 total access lines in this state unless such company voluntarily

Copr. © West 1997 No Claim to Orig. U.S. Govt. Works



Notes to Decisions.

ANALYSIS

Page 2

Copr. © West 1997 No Claim to Orig. U.S. Govt. Works

1. Construction.

Certificate of convenience under this act is in addition to commission's (now authority's) approval
of grant of franchise required by § 65-407 (now § 65-4-107). Holston River Elec. Co. v. Hydro Elec.
Corp., 166 Tenn. 662,64 S.W.2d 509 (1933).

This part does not deal with franchises, but purports to regulate the physical operation of public
utilities. Holston River Elec. Co. v. Hydro Elec. Corp., 166 Tenn. 662, 64 S.W.2d 509 (1933).

The regulations and control prescribed by
these sections were intended to apply to and
affect a utility, already holding any required
franchise with the commission's (now
authority's) approval, which might be about to
engage in some specific operation in
competition with another similar company.
Holston River Elec. Co. v. Hydro Elec. Corp., 166 Tenn. 662,64 S.W.2d 509 (1933).

2. Power of Commission.

In construing this part, their interpretation
may be aided by reference to the original act,
Acts 1923, ch. 87. Holston River Elec. Co. v.
Hydro Elec. Corp., 166 Tenn. 662,64 S.W.2d
509 (1933).

Cited: Tennessee Elec. Power Co. v. TVA,
306 U.s. 118, 59 S. Ct. 366, 83 L. Ed. 543
(1939).

1. Construction. 2. Power of commission. 3.
Denial of certificate. 4. Territory.

Cross-References. Certificate required for interstate electric power facilities, § 65-4-208.
Textbooks. Tennessee Jurisprudence, 21 Tenn. Juris., Public Service Commissions, § 3. Law
Reviews. Social Performance of Public Utilities: Effects of Monopoly and Competition, 17 Tenn. L.
Rev. 308.

enters into an interconnection agreement with a competing telecommunications service provider or
unless such incumbent local exchange telephone company applies for a certificate to provide
telecommunications services in an area outside its service area existing on the June 6, 1995.

3. Denial of Certificate.

TN ST § 65-4-201

This part authorizes the commission (now authority) to exercise absolute power of regulation and
control over public utilities. Patterson v. City of Chattanooga, 192 Tenn. 267,241 S.W.2d 291 (1951).

[Acts 1923, ch. 87, § 1; Shan. Supp., § 1843al; Code 1932, § 5502; imp!. am. Acts 1955, ch. 69, § 1;
T.C.A. (orig. ed.), § 65-415; Acts 1995, ch. 305, § 20; 1995, ch. 408, § 7.]



TN ST § 65-4-201 Page 3

Denial by public service commission (now authority) of request for certificate of convenience and
necessity in certain disputed area was not improper even though area was not receiving telephone
service where other telephone company had included area in tariffs and area maps filed while
applicant company had not and no residents of disputed area had filed complaints with commission.
Peoples Tel. Co. v. Tennessee Pub. Servo Comm'n, 216 Tenn. 608, 393 S.W.2d 285 (1965).

4. Territory.

The word "territory," as used in this section, includes all the area within a territory a public utility
has offered and become liable to serve whether the public utility has physical facilities in every part
thereof or not. Peoples Tel. Co. v. Tennessee Pub. Servo Comm'n, 216 Tenn. 608, 393 S.W.2d 285
(1965).

Collateral References. Validity of contract between public utilities other than carriers, dividing
territory and customers. 70 A.L.R.2d 1326.

T.C.A. § 65-4-201

TN ST § 65-4-201

END OF DOCUMENT

Copr. © West 1997 No Claim to Orig. U.S. Govt. Works
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EXHIBITG

LEGISLATIVE HISTORY BEHIND TENN. CODE ANN. § 65-4-201(D)



Senator koella, you ar~

SENATE STATE AND LOCAL GOVERNMENT COMMITTEE
CONSIDERATION OF TELECOMMUNICATIONS BILLS

COMMITTEE MEETING OF ApRIL 18. 1995
(Tape 1)

Chairman Cohen: On telecommunications. We're on 827 and 891 and first

we've got some folks that have been kind enough to come and offer to make some

testimony to us and, the Public Service Commissioners, Senator Kyle, Senator

Hewlett, excuse me, Commissioner Kyle and Hewlett. Is Commissioner Bissell here?

(ColIIIIlssioner Bissell in background, -Here, yes. '1) Hi, Keith, how are you doing?

I appreciate the three of you all coming and before you testify, Senator Koella

has asked to be recognized to make a COlll11ent.

recognized.

Sen.Ko~lla: I don't know who is involved but it's a pretty good sham.

People are having to skip calls and, what they're doing, they call up your,

somebody else and then they call your secretary or yourself, but usually the

secretaries, and they say that they're for this bill or that bill, and if in the

middle of it, in the middle of it they're finding out that the person that was

orchestrating it wasn't getting the type of response that they liked, they hang

up leaving the person that you were, your person. making them think that you hung

up on the. because the middle call cuts it off. Now they're doing this all

around the State. They're doing it in County and I don't know which one of

the oper~tions on this telephone business; whoever it 1s, whoever is doing it,

the State has no business haying any type of business relationships with people·

who do that type of operation, and whoever it is, and if I can ever figure out

who is exactly who's doing it, I will dedicate some time to ...ke theM very

unhappy. But it's a sham and it leaves a taste in your constituent's mouth that

you have been rude to them and hang up on them. Now, it's i Machine-worked

operation, it's a skip call. and if I, I'm going to ask everyone of them that

0041923.01



authorized?- It goes ir.to exist1ng law and it says, -The Public Service

COmMission can authorize competing telephone providers upon the finding that

existing service is inadequate. Competing authority must be granted to correct

a deficiency and cannot be awarded simply on the basis that competition is in the

public interest.· I understand that "by legislation we can change that. I guess

since you all are proponents of competition, I'd like to know what, what existing

services you find inadequate if we've got the fourth lowest telephone rates in

the country. I guess what I'm asking 1s, is why do we need to go to competition

at this point in time, this year?

Commissioner Bi sse]] : Well, really bel ieve that regulat ion, strict

regulation is simply a substitute for the lack of competition. Heretofore we

have not had the kind of technology that we have today that would permit, let's

say the radio-type prOViders to come in and offer telephone service, which will

happen in Tennessee very soon in competition with local telephone companies. We

haven't had the technology that would permit true competition in the local

service market. 1 think we have that today. It won't happen overnight and

that's why we have safeguards in the legislation and in the rules that we

presented to you during the evolution of competitiDn. But I think what we have

now, again, is technology that permits true competition, not regulation, which

is a substitute for competition. We believe at the Public Service Commission

that indeed we can have lower rates over the long haul, and I don't want to speak

for my co~leagues because we differ on some of these issues, broader services and

higher quality services through competition and permitting other

telecommunications providers to come in and provide advanced telecommunications

services in addition to, including cable TV companies who will provide an array

of services.

Sen. Haunj Okay. Basically we've got South Central Bell and United

Telephone Southeast that, that are the major players" If companies have less

0041923.01 18



than i hundred thousand lines then they're not affected. And this, under Senate

8il1 827 and 891 they appear to be the same according to the CAD and the PSC.

it says such areas in knox County. for example, such as Concord, Powell, Halls

Crossroads, and so on. that are serviced by companies having less than a hundred

thousand lines won't be able to see the effects of this competition at this point

in time. Could you tell me how those areas, their basic residential rates,

differ from someone who might be with the two majors in Knox County at this point

in time?

COmmissjoner Bissell: They serve principally rural areas, are served by

a small telephone companies and we don't anticipate that initially the newcomers

to providing local competition, local telephone service, will want to come into

the rural areas, and that's why under the legislation and under our rulemaking

for a period of time it's not capped in the bill I don't think by Senator

Rochelle how long they're excluded, but we will continue to regulate those

companies by the rate base form of regulation which we regulate them now. We

regulate them just like we do now. I would point out, though, that I think that

the two major telephone companies probably can serve some 851 of the consumers

in Tennessee and that that is a very large portion of the population that will

benefit from this competition.

Sen. Hayn: For these small telephone companies that serve the rural areas,

what is their basic residential rate versus someone who is serviced by the two

_ajors today? Prior to this bill.

Commissioner 8issell: Well, I think it varies according to the cost of

providing that service. In some instances it's lower and in some instances it's

higher, but those basic rates will not change under this legislation because

weill continue to regulate them as we do now.

Sen. HiUP: Mr. Chairman, that's the only question I had under Item 1. I'm

kind of like Senator Ford, I've read this bill, I do have a lot of questions and
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SENATE STATE MIJ LOCAL _E-aT CCllnnEE
COISJDERATION OF TELECClI.ICATlONS BILLS

CClBIUEE MEOING Of AplJl II. III'. IU' 3

Consideration of a portion of the discussion d••l1ng
with eXelPtton to cUlPantes with 100.000 lines or llss

Cba1rIID Cpbcn: I thtnk that M1ss ow.n ts here ~o represents consYler
tnterests 1'n TennessH. and if Mhs Owen, I'd l1ke to know 1f YOU havi I pos1t10n
that youWDula 11ke to state on these b1lls f~ a cOftSUier pe,sp.~t1ve •••

........ Thank YDU, Mr. Chah...n, IV n_ 11 Elizabeth OWn. P. the
Director' of the Tennessee D1v1~ of Cons_r Affa1rs and I've been 1n that
posttton 1 laftth av.r etght yea 5 and I want to Sir at the outSlt, the purpose
of the D1v1ston. of cours•• is a protect conSUllrs, Ind thlt's cansu.ers all
across the State as WIll IS in stn.ss tnterests that might have a probl ••
dealtng w1th consUlar affairs.

I .ant to be very deffnite 1n s~ing an. th1ng. that the D1v1sfon WllcOlls
ca.pet;t10n. we feel that ;t's exctting fur the consu.er and can be beneficial
blcause equil competition does drive prfc.s down. I will Idd, as a hUIDrous
not•• that we look forward to c.-petttion in local telephone services even though
it is going to tncrease our cOIPla1nt load. I wtll also s., if YOU think you've
been bothered by long-dlsta~ce services tal1ing you asking you to switch, you
lin't seen nothing yet, when we get local sirvice involved here because we're
really going to s.e advertising then. But, I want you to know one thing about
cOIIPet1t1oft, and th.t 15 It does take a long ti.. 'Ie haye had c...-titian In
lang-distance service for allast twelve years now, and the conlUlirs who call lY
office with telephone-type, telephone-related cOllPla1nts aren't even I.re of a
lang-distance carrier. They don't Iven know who has their lDng-distance s.rv1ce.
It's very confusing for a lot of people and, furtheIWDn, tlMy don't understand
when they've been sl ....d. when they 10SI their long-distance servtce wfth one
carrier and are put to another. They don't hive I concept of who Is dOing this
to th. and Iveryth1ng is b1aMd an the telephon. cDllplny. It's been twelve
years and -st111 they don't understand the process and bow tt gOls an. They don't
understand the changes in the teleCOllUnlcations industry and. furtherlOre, I
don't think they understand re.11y. what we'r. discussing hire tad.,. I give
about twa or three spllches a week arid no one hiS expressed an, 1nt.,est , even
though I ask these aUdiences, -Hive you heard about the btll that's before the
General Asseuly this Ylar?- And no one 15 aware of tt, Our office has received
no calls or no qUestions about this, what I consider to be probably thl bill with
the bi'glst .~act on consullrs' pocketboo~s that's Call up in the eight years
that I VI been bere.

I think what 1'. concerned IIOstl1 about, In that I satd earl ier, I
represent cansUiers tn all parts of the Stlte, and I ,.., that true calPetltian
Is gotng to c_ very slowly to S_ of those arias and _ hive to loak aut for
the cons_rs there. It's going to be hlrd for .. to exph1n to those cans_rs
why their telephone bills perhaps go up in In area, fn a tf.., rather. when we
have declining cast. And that's gOing to be hlrd to explain to those conSUiers.
1'. worried about getttng ourselvls fn a box where WI have i prtce cap on
possible inertias,s ;n the local telephone bill when the true costs of the
industry are going d....

Blsically what I'. interested tn Is ..king sure that there's a level
playing field Ind this includes the consu..r end of it, too. That they are not



treated unfatrly, that those in arels wherl thlrl is no ca.plt1t1an yet, and
won't be for SOlI ti.. to COlI, thlt they glt treated fatrly, too, Ind Ire not
subject to what could be construed In unnecessary price increase.

Ch.t ....D 'phlDi Thank you, Mhs Owen. Arl thlre questtons of Miss Owen?
Senator WGlllck.

Sin. Heeck; I noticed both bl1ls e...t out c",lnils of 100,000 11n,s or less.
rfPwe're really trying to establish cIIP,titton, is that appropriate? Is that
not the very areas you are talking about?

~ Senator "alack, I don't think I know how to anlwer your question.

SID. YwGk; sa, I ••n, both bills e....t out 100,000 11nls 01" 1155 and your
c......t just was that you had a concern about rural services. Are those not the
rttral services that both bills, J .an, nlither bill does a thing for the
services th.t you just indicated to Ie thlt you had the most concern about.

~ Well, then, ..ybe we need to look It that.

S'Q. VOIl'ki Is that true?

..... ] ••n, I think, you know, I think WI do nHd to trllt cons....rs 1.11 over
the State fairly. if we're going to provide cOIIPetttion, .ake sure that tt's for
ev.eryone• '

S.n. MgI~ Okay, thank you.

Chltf". Cpb,n: Further questtons of Mis5 owen? No further questions for Miss
Owen. Senator Rochelle, do you hive I question?

SED'. Igcbllle: Elizabeth, the ilnswer to Andy's qulsttan 15 obvious. And I guess {
t at's why 1'. tellPtld to say ttl And that 1s, is that, in those aNas where you
got I lot of' land to cover and not very uny people to get there, nobody wants
to be there.

~ That·s true.

SID. Rg,b']1': ...11. yau don't hive to hive a t .....nclous working knowledge of
the i.,lications of each bill to know that. do YQu?

QIInl. No, it see-s pretty obvious to Ie. yau're" right.

Cbattlln C'blD; Thank you. Senltor Rochelle.
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Tape Tr<lnscript
Public Chapter 408. 1995

House, Floor
April 17, 1995
House Bill 695
Tape H-57

Clerk: HOU5~ 8ill Number 695, by Rep- Bragg and others. An act to amend T. C.
A. Title 65, Chapter 4, Parts 1 and 2 and Title 65 Chapter 5 Part 2 relative to
regulation of telecommunication service providers by the Public Service
Commission.

Naifeh: Mr. Chairman Bragg.

Bragg: Permission to come to the well?

Naifeh: In the well.

Bragg: Mr. Speaker, members of th~ HOllie, I feel complimented. I've never seen
so much money spent on advertising and radio commercials on any bill I
ever handled. I know a lot of you have received a number ot telephone caUs
about this bill over the weekend. t know a number of you are spooked
about what this bill does. Let me say to you in the beginning, I am not going
to risk a 30-year career on a bill that I don't believe is a good bill and needs
to be done somewhere. A number of states have already had bills which.
will purport to do what we are talking about here. The bill that I have is a
bill that tries to draft a road map by which we can get from monopoly, a
monopoly telephone operation to a competitive telephone operation. This
road map directs the way that it will be done and lets every party know
exactly where they stand. There are other bills and other efforts, some
_which might keep the monopoly in the phone company but let their
competitors not be regulated.. And I have heard of those that want us to just
get out of the business and tum all of this over to the Public Service
Commission. r think the General AS8embly needs to have something to say
about this because we're talking about legislation which is going to affect
billions of collars, billions of dollars. And e~erybodywho Llses a telephone
or a cable set, you, we donlt reaUy know what the technology of this is going
to be ill this nation five years from now. I read an article in the U. S. Today
that, that, thi8 last week, that now people are being able to communicate by
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Naifeh: Rep. TJurceU.

L8

Purcell: Thank you, Mr. Speaker, members of the House. The House members
will remember where we were last week when we last took up this matter.
At that time, the previous 16 amendments were withdrawn or in the case of
one amendDHmt was rolled down. But this amendment is the heart of
everything that Mr. Bragg just talked about, and the heart of our vision, and
1 hope your vision for the future of telecommunications in Tennessee. This
is th.e amendment that rewrites in most important ways the Senate bill that
was sent to us, now, I suppose, two weeks ago. I don't care to talk at any
length. about perhaps the deficiencies that we fOLlnd. I think itls perhaps
better to emphasize the positive. As Mr. Bragg said, we looked at that bilI
over a period of weeks, and made the improvements that we think give us
the confidence that this is not only the right thing for Tennessee as a whole,
but the right for your constituents, and therefore, the right thing for you
today. The rewrite of this bill begins right with Section 1. We re5tated the .
declaration of policy, the basic foundation u.pon which this hi!! wiUs stand,
and that policy now stated taking language that was proposed initially by
one of the wisest telecommunications lawyers in this state, a policy that says
straightforwardly and in a simple way that not only a court but is citizen can
understand that what welTe trying to do here is foster the development of an
efficient and "dvanced statewide system of services. And it's a system that
needs to remain affordable. That's the basic statement of policy. That's the
promise on which everything else stands. And the amendment that's before
you, you h"ve that assurance. ·We make clear the powers of both the Public
Service Commission and then the SllCCeSSOl, the Tennessee regulatory
authority. in Section 4 of the bill. The authority of that body to issue orders
and to do those things that they need to do to be. resuJator. We make dear
for the lirst time their ability to monitor the continued functioning of .
universal service. There were many issues when the bill first came before us'
as to whether that was a one time snapshot look or whether it would enable
the authority to continue to look on a regular basis on where we were on
universal service. The change in this amendment makes that clear. There
were those who were concerned that th.e FYI plan tMt had been established
by the Public Service Com_iMion, and' upon which many promises were
based, would in some way be set aside, or the promwes, put an easier way.
wouldn't be fuUilled. Section 10 of the bill, Section lO(k) of the amendment
rather, makes it absolutely dear that those funded requirements that were
placed upon the companies in this state must be fulfilled. The direction is
de,ill. There should be no question about it. There were concerns that the
productivity factor that was placed in the bill was not sufficient to protect
consumers. Many of you have heard the discussion. Let IiU! just say that we
changed the productivity factor 50 that consumers get the benefit of
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productivity, whether inflation is high or inflation is low. We placed in the
bill a provision that is identical in eff~ct to the provision placed in the
Georgia legislation by the Georgia legislature, that makes sure again, that
whatever the inflationary situation in this state, it's low now, and OUt

change is particularly directed toward low inflation times. that the
consumers will be protected whatever later increases may be required in
telephone rates. We made absolutely clear in this legislation through this
amendment that white pages listings, for examples, 900 and 976 blocking
services for example, that 911 emergency services for example would be
maintained as basic service. That any consumer thilt signs up for basic
service would know that these things tht!'Y would receive. And at the same
time, wt!' make sure that it would be at least <1t the same level of quality that
they now receive their services. Many were concerned that quality might
slip, that competition might change the quality level of the voice
transmission and the data transmission that your constituents receive. This
ilmendment makes it absolutely clear that cannot occur. There are further .
protections for consumers placed within the bill. We make sure for example
again that the services that 1 described are included. We further clarify
basic protections to make sure it's not just the monthly bill that is
maintained. that is frozen for four y~.rs in basic s@rvice, but as well that
nonrecurring costs, that was not as.aured in the Senate bill, that means the
cost of installing that single line, that means the cost of installing the basic
services that ate protected, the nonrecurring costa are similarly frozen and·
similarly controlled. We also made it dear that smaUer competitors need
protection. That was the issue you heard about, interconnection. This
iUll@ndll\ent makes it absolutely clear what rights those interconnt!'ction
companies have, and that's what brought back to this amendment and to
this bill the smaller companies that nHded to enter telecommunications so

. as to assure the competition in the market. that we want. Medium sized .
companies nt!'eded to be there too. We aS8u.red the responiibiJities and the
rights of the consumer advocate. We also continued to aal5Ure the
investigatory responsibilities a'nd authority of the Service, Public Service
Commis'ion as well as the authority itself. And again, Rep. Charlie Curtis,
many of you may know, in the CODlmerce Committee, Rep. Curtis brought
an important issue up, overlight by this General Assembly to this legislation
in the Commerce Couunith!e. The language in this amendment is evt!'n
stronger at the request and recommendation of Rep. Curtis, that we needed
to make sure that we would continue to get the information we need. Every
two years, the Public Service Commission. and then the Tennessee
Regulatory Authority, will be required to report to you a whole wide range
of bits of information that you will need to decide whether this bill is
working and whether these people are playing fair, or whether this law
needs changing in some way. And then finally, an issue arose as to what
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would happen when we went into comp@tition generally. Our hope, you
know, is that there is not going to be one single monopoly any more in local
service or in any other servic~. OUf hope is that they'll be a whole wid~

range of people through a whole wide range of technologies who get
involved. Who are interested in what we are doing and want to put their
money and their expertise on the line in Tennessee to give us the best
system we can have, but to give us the cheapest and most affordable system
we can have. The bill that came to us from the Senate, in our opinion, did
not provide all of that. One concern was those middle level companies. I
described that il moment ago. But another concern was how do we get
smaller competitors involved in this industry quickly. Because competition
needs to come just as soon and as quickly as it can come. We need small
business involved too. It's not just enough that big companies from
California and other places come into Tennessee and compete. We want
Tennessee companies, home grown companies, small companies in your
disnicts involved in competition. We want your neighbors to reap the
benefit of competition in Tennessee. We want the people that you go to
church with, that yOIl see in your community to have an opportunity to be
players at the table in tel@commllnications deregulation and reform. That's
what the last piece of what this amendment does. It gives those people
acrOS$ this state the opportunity to have the financial ability to be players, to
be competitors and to be successful just like the big guys in Atlanta and
California and other places. Thatls Section 17 and 16 of the bill. You've
heard a lot about that. But that's wh.tt that's abou.t at its heart. It's about
making it possible for those other people to compete with aUf hope that th.ey
will succeed and when they succeed, your conltituents will succeed because
rates will go lower. Mr. Speaker, at this time, if I could, let me yield to you,
or do you want to do it later at the well, pendins any questions. concerning
this amendment, with everyone here remembering that this amendment
makes the bilJ, makes the biJl an acceptable bUlln our view, makes a biJl that
all of the people Mr. Bragg recommended, rather referred to just a moment
ago, puts them in a po.ition to support. Let me say as to this amendment
there is no objection. All support the amendment. There may be those who
think it doesn't go far enough. There may be those who wO'lld like
something eb~. But there i. no objection a. to this amendment. And so Mr.
Speaker. with that understanding and explanation at this time, I'd move
adoption of amendment number 17.

NaUeh: Centleman mOV~8 adoption of amendment number 17. Prop~rly seconded.
Rep. Byrd.

·Byrd: Thank you, Mr. Speaker. Would the sponsor yield?


